
17

Federal Reserve System § 220.16

part of an issue of securities with a
good faith margin.

(d) OTC marketmakers and third
marketmakers. (1) A creditor may clear
or finance with a good faith margin,
marketmaking transactions for a cred-
itor who is a registered NASDAQ
marketmaker or a qualified third
marketmaker as defined in SEC Rule
3b–8 (17 CFR 240.3b-8).

(2) If the credit extended to a
marketmaker ceases to be for the pur-
pose of marketmaking, or the dealer
ceases to be a marketmaker for an
issue of securities for which credit was
extended, the credit shall be subject to
the margin specified in § 220.18 (the
Supplement).

(e) Odd-lot dealers. A creditor may
clear and finance odd-lot transactions
for any creditor who is registered as an
odd-lot dealer on a national securities
exchange with a good faith margin.

[Reg. T, 61 FR 20395, May 6, 1996]

§ 220.13 Arranging for loans by others.
A creditor may arrange for the exten-

sion or maintenance of credit to or for
any customer by any person, provided
the creditor does not willfully arrange
credit that violates parts 207, 221, or 224
of this chapter.

[Reg. T, 61 FR 20396, May 6, 1996]

§ 220.14 Clearance of securities, op-
tions, and futures.

(a) Credit for clearance of securities.
The provisions of this part shall not
apply to the extension or maintenance
of any credit that is not for more than
one day if it is incidental to the clear-
ance of transactions in securities di-
rectly between members of a national
securities exchange or association or
through any clearing agency registered
with the SEC.

(b) Deposit of securities with a clearing
agency. The provisions of this part
shall not apply to the deposit of securi-
ties with an options or futures clearing
agency for the purpose of meeting the
deposit requirements of the agency if:

(1) The clearing agency:
(i) Issues, guarantees performance

on, or clears transactions in, any secu-
rity (including options on any security,
certificate of deposit, securities index
or foreign currency); or

(ii) Guarantees performance of con-
tracts for the purchase or sale of a
commodity for future delivery or op-
tions on such contracts;

(2) The clearing agency is registered
with the Securities and Exchange Com-
mission or is the clearing agency for a
contract market regulated by the Com-
modity Futures Trading Commission;
and

(3) The deposit consists of any mar-
gin security and complies with the
rules of the clearing agency that have
been approved by the Securities and
Exchange Commission or the Commod-
ity Futures Trading Commission.

[Reg. T, 61 FR 20396, May 6, 1996]

§ 220.15 Borrowing by creditors.

(a) Restrictions on borrowing. A credi-
tor may not borrow in the ordinary
course of business as a broker or dealer
using as collateral any registered non-
exempted security, except:

(1) From or through a member bank
of the Federal Reserve System; or

(2) From any nonmember bank that
has filed with the Board an agreement
as prescribed in paragraph (b) of this
section, which agreement is still in ef-
fect; or

(3) From another creditor if the loan
is permissible under this part.

(b) Agreements of nonmember banks. (1)
A nonmember bank shall file an agree-
ment that conforms to the require-
ments of section 8(a) of the Act (See
Form FR T–1, T–2).

(2) Any nonmember bank may termi-
nate its agreement if it obtains the
written consent of the Board.

[Reg. T, 61 FR 20396, May 6, 1996]

§ 220.16 Borrowing and lending securi-
ties.

(a) Without regard to the other provi-
sions of this part, a creditor may bor-
row or lend securities for the purpose
of making delivery of the securities in
the case of short sales, failure to re-
ceive securities required to be deliv-
ered, or other similar situations. Each
borrowing shall be secured by a deposit
of one or more of the following: cash,
cash equivalents, foreign sovereign
nonconvertible debt securities that are
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margin securities, collateral accept-
able for borrowings of securities pursu-
ant to SEC Rule 15c3–3 (17 CFR
240.15c3–3), or irrevocable letters of
credit issued by a bank insured by the
Federal Deposit Insurance Corporation
or a foreign bank that has filed an
agreement with the Board on Form FR
T–1, T–2. Such deposit made with the
lender of the securities shall have at
all times a value at least equal to 100
percent of the market value of the se-
curities borrowed, computed as of the
close of the preceding business day. If a
creditor reasonably anticipates a short
sale, such borrowing may be made up
to one standard settlement cycle in ad-
vance of trade date.

(b) A creditor may lend non-U.S.
traded foreign securities to a foreign
person (or borrow such securities for
the purpose of relending them to a for-
eign person) for any purpose lawful in
the country in which they are to be
used. Each borrowing shall be secured
with collateral having at all times a
value at least equal to 100 percent of
the market value of the securities bor-
rowed, computed as of the close of the
preceding business day.

[Reg. T, 61 FR 20396, May 6, 1996]

§ 220.17 Requirements for the list of
marginable OTC stocks and the list
of foreign margin stocks.

(a) Requirements for inclusion on the
list of marginable OTC stocks. Except as
provided in paragraph (f) of this sec-
tion, OTC margin stock shall meet the
following requirements:

(1) Four or more dealers stand willing
to, and do in fact, make a market in
such stock and regularly submit bona
fide bids and offers to an automated
quotations system for their own ac-
counts;

(2) The minimum average bid price of
such stock, as determined by the
Board, is at least $5 per share;

(3) The stock is registered under sec-
tion 12 of the Act, is issued by an insur-
ance company subject to section
12(g)(2)(G) of the Act, is issued by a
closed-end investment management
company subject to registration pursu-
ant to section 8 of the Investment
Company Act of 1940 (15 U.S.C. 80a–8),
is an American Depository Receipt
(ADR) of a foreign issuer whose securi-

ties are registered under section 12 of
the Act, or is a stock of an issuer re-
quired to file reports under section
15(d) of the Act;

(4) Daily quotations for both bid and
asked prices for the stock are continu-
ously available to the general public;

(5) The stock has been publicly trad-
ed for at least six months;

(6) The issuer has at least $4 million
of capital, surplus, and undivided prof-
its;

(7) There are 400,000 or more shares of
such stock outstanding in addition to
shares held beneficially by officers, di-
rectors or beneficial owners of more
than 10 percent of the stock;

(8) There are 1,200 or more holders of
record, as defined in SEC Rule 12g5–1
(17 CFR 240.12g5–1), of the stock who
are not officers, directors or beneficial
owners of 10 percent or more of the
stock, or the average daily trading vol-
ume of such stock as determined by the
Board, is at least 500 shares; and

(9) The issuer or a predecessor in in-
terest has been in existence for at least
three years.

(b) Requirements for continued inclu-
sion on the list of marginable OTC stocks.
Except as provided in paragraph (f) of
this section, OTC margin stock shall
meet the following requirements:

(1) Three or more dealers stand will-
ing to, and do in fact, make a market
in such stock and regularly submit
bona fide bids and offers to an auto-
mated quotations system for their own
accounts;

(2) The minimum average bid price of
such stocks, as determined by the
Board, is at least $2 per share;

(3) The stock is registered as speci-
fied in paragraph (a)(3) of this section;

(4) Daily quotations for both bid and
asked prices for the stock are continu-
ously available to the general public;

(5) The issuer has at least $1 million
of capital, surplus, and undivided prof-
its;

(6) There are 300,000 or more shares of
such stock outstanding in addition to
shares held beneficially by officers, di-
rectors, or beneficial owners of more
than 10 percent of the stock; and

(7) There continue to be 800 or more
holders of record, as defined in SEC
Rule 12g5–1 (17 CFR 240.12g5–1), of the
stock who are not officers, directors, or
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